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AMERICAN INSTITUTE OF ACCOUNTANTS 


NOMINATIONS 


The report of the committee on nomi- 
nations of the American Institute of 
Accountants was sent on September 14th 
to all members and associates with the 
official call for the annual meeting to be 
held at Dallas, October 20th and 22nd. 

The committee recommends the elec- 
tion of the following members to the 
respective offices : 


PRESIDENT : 
Robert H. Montgomery, New York. 


VICE-PRESIDENTS : 
Charles F. Rittenhouse, Massachusetts. 
Edwin H. Wagner, Missouri. 


TREASURER: 
Arthur W. Teele, New York. 


Councin ror Five Years: 
J. Chester Crandell, Massachusetts. 
Norman L. McLaren, California. 
Hugh A. Sinclair, Wisconsin. 
William J. Taylor, Ohio, 
George M. Thompson, California. 
T. Dwight Williams, Oklahoma. 
Richard S. Wyler, Missouri. 


For Two YEARS: 
Adrian F. Sanderbeck, Pennsylvania. 


AvDITORS: 
Fred L. Main, New York. 
R. G. Rankin, New York. 


The procedure prescribed in article 
XI, section 1 (a), of the by-laws, as 
amended subsequent to the latest annual 
meeting of the Institute, was first put 
into effect by this committee. Under 
the amendment, nominees for council are 
selected by the committee on nomina- 
tions from among the names submitted 
in response to a questionnaire sent to all 
members in the states which, in the 
opinion of the committee, are entitled to 
representation on the council. 

The committee on nominations is com- 
posed of the following members: Philip 
N. Miller, New York, chairman; Allan 
Davies, New York; Fred J. Duncombe, 
Illinois; H. W. Hennegin, Arkansas; 
Walter Mucklow, Florida; H. S. Puder, 
New Jersey, and Rodney D. White, 
Washington. 


ANNUAL MEETING 


Plans for the annual meeting of the 
American Institute of Accountants to be 
held at Dallas, October 19-22, 1936, are 
now virtually complete. 

The committee on meetings has ar- 
ranged a program which includes several 
addresses on timely subjects by nation- 
ally known speakers. Business to be 
transacted at the meeting, especially 
that related to the expected merger of 
the Institute and the American Society 
of Certified Publie Accountants prom- 
ises to be of extreme importance to the 
future of the profession. The attendance 
is expected to be increased by the pres- 
ence of members of the American So- 
ciety of Certified Publie Accountants, 
whose annual meeting is to be held at 
Fort Worth, October 17th and 18th. All 
who expect to attend the meeting but 
have not yet made hotel reservations 
through the committee on meetings are 
urgently requested to do so without de- 
lay. Because of the demand for hotel ac- 
commodations, all reservations should, if 
possible, be made by October Ist. 

A complete program of the meeting 
will be found on page 28 of this Bulletin. 


REPRESENTATIVES OF ForEIGN SocrIETIES 

Representatives of the accredited or- 
ganizations representing the public ac- 
counting profession nationally in Canada 
and Mexico will be present at the an- 
nual meeting. The Dominion Associa- 
tion of Chartered Accountants will be 
represented by its newly elected presi- 
dent, George E. Winter. The Mexican 
Institute of Certified Publie Account- 
ants (Instituto de Contadores Publicos 
Titulados de Mejico) will be represented 
by its president, Alfredo Chavero, and 
possibly other members. Both presi- 
dents will respond to introductions at 
the opening session of the meeting. 


SPEAKERS 
Among the speakers at the Institute’s 
meeting will be Henry H. Heimann, 
executive manager of the National Asso- 
ciation of Credit Men, who will deliver 
an address on a topic of his own choos- 
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ing. John G. Winant, chairman of the 
social security board, will speak on 
‘‘Social security laws.’’ Victor H. 
Stempf, of New York, will discuss ‘‘ Ad- 
vantages and disadvantages of consoli- 
dated statements.’’ An address on the 
subject, ‘‘Tax management under the 
revenue act of 1936,’’ will be made by 
Norman L. Mac Laren, of San Francisco. 
Pat M. Neff, president of Baylor Uni- 
versity, will be the principal speaker at 
the annual banquet. 


ROUND-TABLE DISCUSSION 


The following program of round-table 
discussion has been adopted : 


October 21st, 9:30 A.M.—11:00 A.M. 

“Accounting problems of the oil and gas 
industry”, led by N. O. Richardson, of 
Beaumont. 

“American Institute of Accountants bulletin, 
Examination of Financial Statements by 
Independent Public Accountants”, led by 
Dwight Williams, of Oklahoma City. 


October 21st, 11:00 A.M.—12:30 P.M. 

“S.E.C. forms and requirements relating to 
accounting”, led by C. Aubrey Smith, pro- 
fessor of accounting, University of Texas 
(C. G. Blough, chief accountant, securities 
and exchange commission, will participate 
in this discussion). 

“To what extent is reinvestment of earnings 
compulsory and what are the results of 
failing to recognize these requirements?”, 
led by A. S. Fedde, of New York. 


October 22nd, 2:00 P.M.—3:30 P.M. 
“Training of certified public accountants”, 
led by A. DeWitt Alexander, of San Fran- 
cisco. 
“Variation in requirements as between in- 
dustries for fixed and working capital”, 
led by Fred J. Duncombe, of Chicago. 


ScHoLaRsHip AWARDS 


An innovation at the annual banquet 
this year will be the presentation of gold 
and silver medals to the winners of the 
Elijah Watt Sells scholarship award for 
excellence in the Institute’s examina- 
tions. 

In the past this award has been made 
each year in cash to the candidate who 
received highest grades in the Institute’s 


examination for the certified public ac- 
countant certificate. The winners of the 
two prizes in the November, 1935, and 
the May, 1936, examinations have been 
invited to attend this year’s meeting and 
receive the awards in person at the 
banquet. 

Following are the winning candidates: 
November, 1935—George R. Lautenbach, 
of Illinois, first prize, John C. Essene, 
of California, second prize; May, 1936— 
Osear L. Hayes, of Indiana, first prize, 
William J. Wiley, of Maine, second 
prize. The presentation will be made by 
the president. 


ENTERTAINMENT 

The entertainment program includes 
a before-dinner party for members and 
their guests on October 19th; on October 
22nd, luncheon and bridge for ladies, 
luncheon for men and, in the evening, 
a dinner-dance; on October 21st, golf 
and tennis tournaments and visits to the 
Texas centennial exposition; on October 
22nd, luncheon for ladies and, in the 
evening, the annual banquet of the In- 
stitute. 


Apvisory CouNcIL 

On the afternoon of Monday, October 
19th, there will be a meeting of the ad- 
visory council of state society presi- 
dents, under the chairmanship of W. L. 
Clark, of Tulsa, president of the Okla- 
homa Society of Certified Publie <Ac- 
countants and chairman of the advisory 
council. At this meeting, there will be 
general discussion of matters relating to 
the development of the accountancy pro- 
fession. 


MEETING OF REPRESENTATIVES OF STATE 
AccOUNTANCY Boarps 


For the first time this year the meet- 
ing of representatives of state account- 
ancy boards which is regularly held in 
conjunction with the annual meeting of 
the Institute will be held under the joint 
auspices of the Institute and the Asso- 
ciation of Certified Public Accountant 
Examiners. The latter organization was 
formed approximately a year ago for 
the interchange of ideas among state ac- 
countancy examiners. Maurice E. Pelou- 
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bet, chairman of the Institute’s board of 
examiners, and E. E. Leffler, president 
of the association, will preside. There 
will be a principal speaker and possibly 
discussion of his address. This will be 
an open meeting. 


GoLF 


Competition for the Missouri golf 
trophy will be held at the Brook Hollow 
Golf Club on Wednesday, October 21st. 
The trophy was presented to the Insti- 
tute by the Missouri Society of Certified 
Public Accountants in 1925. 

Competition for possession of the cup 
is held each year among teams represent- 
ing state societies of certified public ac- 
countants. The entry fee, which will 
cover transportation to and from the 
Brook Hollow Golf Club, luncheon, 
greens fee and prizes, will not exceed 
$4.00. The secretary of each chapter 
and state society has been requested to 
arrange for the selection of teams and 
the handling of entries. 

Rules governing competition for the 


trophy will be found on page 27 of this 
Bulletin. 


TENNIS 


Competition for the Missouri tennis 
trophy will be held for the first time in 
conjunction with the annual meeting of 
the Institute this year and all state so- 
cieties have been invited to enter teams. 

If the number of entries is more than 
two, preliminary rounds will be played 
on Sunday, October 18th, at the Dallas 
Country Club. Final rounds will be 
played later in the week, the date de- 
pending to some extent on the number 
of entries. 

Rules governing the tennis tourna- 
ment are reproduced on page 27 of this 
Bulletin. 


SpeciaL TRAIN TO Daas 


Information has been published in 
earlier Bulletins about arrangements for 
a special train which will transport 
members and guests to the annual meet- 
ing. 

An offer of the Missouri Pacific Rail- 
road Company and the East Texas 


chamber of commerce to arrange an 
optional automobile tour through the 
East Texas oil fields en route from St. 
Louis has been accepted. This side trip 
will not only offer a diversion to those 
on the special train, but will delay the 
train’s arrival at Dallas until later in 
the morning of Sunday, October 18th, 
which the Institute has been advised will 
greatly aid the Baker hotel in making 
accommodations immediately available 
upon the arrival of the Institute’s party. 
An intersectional football game being 
held at Dallas, October 17th, will tax the 
facilities of all hotels, including the 
Baker, and it was feared that if the spe- 
cial train arrived at 9:30 A. M., as orig- 
inally scheduled, some members might 
have to wait for their hotel rooms until 
previous occupants had vacated them. 


The special train leaving St. Louis at 
5:30 P. M., on Saturday reaches Long- 
view Junction, Texas, at 6:30 A. M. the 
following morning. At this point the 
train will be halted and any members of 
the party, who have previously ex- 
pressed desire to do so, may take advan- 
tage of the complimentary automobile 
ride arranged by the courtesy of the 
East Texas chamber of commerce. The 
ears will be driven through the East 
Texas oil fields to Gladewater about 
thirty miles below Longview Junction. 
In the meantime the special train will 
proceed to Gladewater where it can be 
boarded by those who choose to make 
the side trip. 


Those who do not desire to take the 
automobile ride can, of course, remain on 
the train without being disturbed. 


Associate CoMMITTEES 


The following associate committees of 
the Texas Society of Certified Public 
Accountants have been appointed to co- 
operate with the Institute’s committee 
on meetings: 


Attendance and Registration 


J. F. S. Arthur, chairman, Dallas 
H. A. Berry, Dallas 

D. R. Bonner, Dallas 

J. E. Hutchinson, Jr., Dallas 
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Charles N. McClendon, Houston 
Lyle R. Sproles, Fort Worth 


Banquet and Luncheon 
Leslie C. Nye, chairman, Dallas 
E. R. Burnett, Dallas 
T. W. Mohle, Houston 
Arthur Squyres, Tyler 
Frank C. Taylor, Dallas 


Budget and Finance 
H. T. Nelson, chairman, Dallas 
W. Frank Carter, Dallas 
J. H. Nance, Dallas 
H. A. Pickens, Fort Worth 
Felix T. Terry, Houston 


General Sessions 
Frank L. Wilcox, chairman, Waco 
Luke B. Garvin, Dallas 
C. F. Milledge, Houston 
H. V. Robertson, Amarillo 
C. B. Sheffield, Austin 
Lloyd B. Smith, Dallas 


Golf and Tennis 
J. C. Harris, chairman, Dallas 
J. B. Allred, Wichita Falls 
C. M. Grider, El Paso 
W. D. Prince, Dallas 


Publicity 
F. F. Alford, chairman, Dallas 
B. S. Mothershead, Harlingen 
James W. Rorrison, Dallas 
T. B. Trotter, Houston 


Reception and Entertainment 
H. W. Goodson, chairman, Dallas 
George Armistead, Houston 
Jean F. Barry, Dallas 
J. R. Nelson, Dallas 
J. A. Phillips, Houston 
Frank G. Rodgers, San Antonio 
J. Harry Williams, Dallas 
Round-table Sessions 
L. H. Fleck, chairman, Dallas 
Francis E. Kepple, Ft. Worth 
T. W. Leland, College Station 
Forrest Mathis, Dalias 


Ladies and Entertainment 


Mrs. Charles H. Schoolar, chairman 


Mrs. J. F. S. Arthur 
Mrs. Jean F. Barry 
Mrs. Darey Bonner 
Miss Belle Lobdell 
Mrs. Luke B. Garvin 
Mrs. Albert G. Moss. 


EXAMINATIONS 


The regular fall examinations of the 
American Institute of Accountants will 
be held on November 12th and 13th, and 
codperating state accountaney boards 
will hold simultaneous sessions. Follow- 
ing is the schedule of examinations: 


Thursday, November 12, 1936 


9:00 A. M. to 12:30 P. M. Auditing. 


1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part IL. 


Friday, November 13, 1936 


9:00 A. M. to 12:30 P. M. Commercial law. 


1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part II. 


ONE NATIONAL ORGANIZATION 


A meeting of the executive committees 
of the American Institute of Account- 
ants and the American Society of Cer- 
tified Public Accountants has _ been 
scheduled for September 18th, at which 
final details of the proposed merger of 
the two organizations will be discussed. 

As already announced, a majority of 
the members of each organization has 
voted in favor of the merger and in 
favor of submission to all members, after 
the merger, for a vote by mail ballot, of 
the two questions not yet decided. These 
questions are, first, a proposal that the 
name of the organization be changed to 
American Institute of Certified Public 
Accountants, and, second, a proposal 
that members of the governing body be 
nominated and elected from regional dis- 
tricts by the members resident in those 
districts. 

Inquiries from members of both or- 
ganizations have indicated that there 
may still be some misunderstanding of 
the basis on which the merger is pro- 
posed. The plan of procedure is essen- 
tially that worked out by committees 
representing both organizations under 
date of September 21, 1935, and ap- 
proved by the annual meeting of the 
Institute at Boston, October 15, 1935, as 
a fair basis for a merger. Under this 
plan the American Institute of Account- 
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ants will serve as the continuing organi- 
zation, but all members of the American 
‘Society in good standing as of August 
31, 1936, will be admitted as members 
or associates of the Institute, as they 
may elect, without examination and 
without entrance fee. 

In order fully to accomplish this ob- 
jective, amendment of the by-laws of 
the Institute will be necessary, and such 
amendment can not be adopted before 
the annual meeting convenes at Dallas 
on October 20th. However, by agree- 
ment between the two executive commit- 
tees and the Institute’s board of exam- 
iners, it has been decided to facilitate 
the transfer of membership by admitting 
to the Institute prior to the annual meet- 
ing members of the Society whose quali- 
fications meet the present requirements 
of the Institute’s by-laws. Members 
transferred in this way will have the 
right to vote at the meeting at Dallas. 
Society members not transferred prior 
to the date of the annual meeting will 
become members of the Institute through 
amendment of the by-laws to be ap- 
proved at that time. 


In the meantime, as provided in the 
plan of September 21, 1935, the Society 
will have taken such steps that it will 
become wholly inactive and there will be 
only one national organization repre- 
senting the certified public accountants 
of the United States. 


The remaining features of the plan of 
merger, dated September 21, 1935, have 
already been put into effect by amend- 
ments to the Institute’s by-laws, i.e., 
membership is restricted to certified pub- 
lie accountants, an advisory council of 
state society presidents has been created, 
through which the national and state 
organizations may work in close codper- 
ation, and the experience requirement 
for admission as an associate has been 
reduced. 


The plan is being carried out in an 
orderly manner, with the advice of com- 
petent counsel, and the two executive 
committees believe that the interests of 
all members of both organizations are 
and will be amply protected under the 
procedure outlined. 


PROPOSED AMENDMENTS TO BY-LAWS 


Members and associates of the Insti- 
tute received with the official notice of 
the annual meeting, mailed on Septem- 
ber 14th, a copy of the report of the 
committee on by-laws, recommending a 
number of amendments to eliminate 
minor weaknesses and inconsistencies 
and to improve the administration of the 
Institute. 

ApmMIssION OF C.P.A’s NOT IN PRACTICE 

A proposed amendment to article II, 
section 5 (a), would have the effect of 
permitting the admission, as associates, 
of certified public accountants who have 
had at least two years’ experience either 
in practice on their own account or in the 
employ of a practising public account- 
ant and at the time of application are 
engaged in work related to accounting, 
though not necessarily in public prac- 
tice. At the present time all applicants 
are required to have been engaged in 
publie practice for at least one year next 
preceding date of application. 

Eximination or Initiation 

Article III would be amended by the 
deletion of section 1 and the first two 
sentences of section 3, to eliminate all 
initiation fees, which in the past have 
been $50.00 for admission as a member, 
$25.00 for admission as an associate and 
$25.00 for advancement from associate 
to full membership. 


ELIMINATION OF CHAPTERS 

Article XIV providing for the organi- 
zation of chapters of the Institute would 
be deleted under the proposed amend- 
ments. Few chapters of the Institute 
have been active in recent years, and it 
is believed that the existence of active 
societies of certified public accountants 
in almost all states renders unnecessary 
any provision for local chapters of the 
Institute. 

Votine PRIVILEGE 

It is proposed that Article IV be 
amended by the elimination of section 3 
which provides that no member shall be 
entitled to vote at any meeting when his 
dues shall be 60 days in arrears. The 
committee is of the opinion that all 
members in good standing should have 
the privilege of voting. 
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REINSTATEMENT 

In the past a member dropped for 
non-payment of dues might apply for 
reinstatement within six months after 
he ceased to be a member. It is proposed 
that article V, section 3(b), be amended 
to remove the limitation of six months 
within which application for reinstate- 
ment in such cases may be made. 


ENLARGEMENT OF EXECUTIVE COMMITTEE 


Article IX, section 2(a), would be. 


amended to include the two vice-presi- 
dents as members of the executive com- 
mittee. 

ADMINISTRATIVE CHANGES 

Article VII, section 6, provides at 
present that the office of a member of 
the council shall be rendered vacant by 
his absence from four consecutive meet- 
ings of council. A proposed amendment 
would exempt past presidents, who are 
ex-officio members, from penalty for ab- 
sence from council meetings. 

At present the responsibility for select- 
ing the place of special meetings of coun- 
cil is not fixed by the by-laws. It is pro- 
posed that a sentence be added to article 
VIII, section 1, as follows: ‘‘Special 
meetings of the Institute or of the coun- 
cil shall be held at places designated by 
the executive committee.’’ 

An amendment to article IX, section 
1, would change the name of the com- 
mittee hitherto known as ‘‘committee 
on federal legislation’’ to the ‘‘commit- 
tee on federal taxation’’ in order that it 
may be clearly understood that the com- 
mittee is concerned primarily with fed- 
eral revenue legislation. The same sec- 
tion would be further amended by add- 
ing committees on accounting procedure 
and on terminology to the list of stand- 
ing committees. In the past these have 
been special committees. 

The by-laws at present fail to state 
any procedure for the selection of a 
chairman of the committee on nomina- 
tions. An amendment to article IX, 
section 2 (ce), would prescribe that the 
member of the nominating committee 
first named by the council shall serve as 
temporary chairman of the committee 
until the committee itself shall elect a 
permanent chairman. 


Article IX, section 2 (e) and (f) 
would be re-stated to clarify the status 
of committees and permit the appoint- 
ment of standing committees larger than 
three members. Paragraph (e) would 
be amended to give the president explicit 
authority to constitute and appoint spe- 
cial committees as occasion may arise, 
This authority is implicit in the present 
by-laws. Paragraph (f) as amended 
would provide that all committees shall 
consist of a chairman and not less than 
two other members. It would also pre- 
scribe that all committees shall serve 
until the annual meeting next following 
their election or appointment, definitely 
fixing the term of their service. 


It is proposed that article XV be 
amended to remove ambiguity in the 
provisions regarding voting on amend- 
ments to the by-laws. The changes are 
suggested primarily to clarify the pro- 
cedure for introduction of amendments 
through the committee on by-laws, by 
notice in writing prior to the annual 
meeting, or by motion from the floor of 
the meeting. 


ELECTIONS 


Sixty-seven applicants for admission 
to the Institute, whose election was rec- 
ommended by the board of examiners 
and approved by the council by mail bal- 
lot, have, in the absence of protest, been 
declared elected by the President, as of 
August 31, 1936. 


Fifty-three of the applicants have 
been admitted as members and fourteen 
as associates. 

In addition, eight associates of the In- 
stitute have been advanced to member- 
ship. 

Following are the new members and 
associates : 

ADVANCED TO MEMBERSHIP 

Walter C. Askew, Jr., Savannah 

Alvin J. Benner, St. Louis 

Homer L. Dalton, Toledo 

Leslie J. Hoffman, New York 

Harold A. Humphrey, Boston 

Robert A. Hurst, Toledo 

Herbert O. Philips, New York 

E. H. Schuck, Chicago 
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ApmitTTep AS MreMBERS 
Leonard L. Abess, Miami 
Frederick Banks, Trenton 
Charles Burkhartt, Newark 


Thomas W. Burman, Kansas City, Mo. 


Horace C. Burton, Hartford 
Gilbert R. Byrne, New York 
Hilton R. Campbell, New York 

C. Thomas Chianese, Trenton 
George E. Comery, Providence 
Carroll F. Davis, Baltimore 
Charles E. Davis, Atlanta 

Ernest H. Davison, Providence 
John S. Dowling, Mobile 

Milton A. Feldman, Milwaukee 
Harold Ferguson, New York 
Arthur B. Foye, New York 

James K. Gregory, Los Angeles 
James W. Hickey, Hartford 
Laurence A. Hicks, San Francisco 
Paul A. Jacobson, Providence 

V. Balfour James, San Francisco 
Harlan Johnson, Baltimore 
Edmund M. Kagay, Columbus 
George D. King, Gadsen, Ala. 
Edward H. Kinn, New York 
Arthur Kuiper, Chicago 

Alexander J. Lindsay, Denver 

A. C. Littleton, Urbana 

Robert Logie, Cleveland 

Andrew P. MacDonagh, New York 
Ralph F. Mateer, Warren, Ohio 
Howard H. McConnell, Philadelphia 
E. F. McCormack, New York 
Robert L. MecGarrigle, Philadelphia 
Hyman Meyerson, New York 
Harry H. Michael, Jr., Philadelphia 
George E. Milner, San Francisco 
Ian Milroy, Washington, D. C. 

D. Walter Morton, Syracuse 

Philip M. Osborne, Baltimore 
Morris Portner, Red Bank, N. J. 

_ Mark E. Richardson, Philadelphia 
Robert D. Seagraves, Philadelphia 
Louis E. Smith, Seattle 

Felix T. Terry, Houston 

Earl E. Thomas, Evansville, Ind. 
James L. Turner, Bridgeton, N. J. 
Robert S. Warner, New York 
Samuel W. Webster, New York 

S. M. Wedeberg, College Park, Md. 
Kenneth B. White, Dallas 

Earle M. Williams, New York 
Clarence J. Wipfli, Wausau, Wise. 


ApMITTED AS ASSOCIATES 


Philip Bardes, New York. 

G. Robert Becker, Cincinnati 

T. Reginald Cloake, New York 
George H. Hamilton, San Francisco 
Carl N. Hiller, Cleveland 

Raymond A. Hoffman, Chicago 
George L. Nohe, New York 

Elmer R. Pahnke, Elgin, Il. 
Edward P. Tremper, Jr., Seattle 
Virgil N. Stuart, Denver 

Frederick W. Unger, Cleveland 
Alexander K. Whitehead, New York 
Richard Wurdeman, San Francisco 
Charles H. Wyman, Little Rock 


ROBERT E. PAYNE 


Robert E. Payne, member of the 
American Institute of Accountants since 
1925 and partner of the public account- 
ing firm of Lawrence Seudder & Co., 
Chicago, died on August 8, 1936, after a 
brief illness. He was 44 years of age. 

Mr. Payne was born at Battle Creek, 
Michigan. He was graduated from the 
University of Michigan in 1915 and soon 
afterward became associated with Law- 
rence Scudder & Co. He was a general 
partner of the firm for a number of 
years. Mr. Payne was a certified public 
accountant of Michigan, Illinois, Mis- 
souri, New York and Oklahoma. He was 
once president of the Illinois Society of 
Certified Public Accountants. 


Mr. Payne was well known as a writer 
of accounting subjects, being a frequent 
contributor to The Journal of Account- 
ancy. He served on several committees 
of the Institute. In the year 1932-1933 
he was a member of the special commit- 
tee on natural business year. In the fol- 
lowing year he served on the committee 
on meetings. In 1934-1935 he was a 
member of the special committee on fed- 
eral corporation law, and in the same 
year was chairman of the special com- 
mittee on state corporation laws. 

He was a member of the American 
Society of Certified Public Accountants 
and the Union League Club, and was a 
Shriner. 
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ACCOUNTING SYSTEM FOR UTILITIES 
UNDER HOLDING COMPANY ACT 


The securities and exchange commis- 
sion on September 7, 1936, promulgated 
a uniform system of accounts for public- 
utility holding companies registered un- 
der the public-utility holding company 
act of 1935. The new system is to be- 
come effective on January 1, 1937. 

The advice of the American Institute 
of Accountants was requested by the 
commission in the drafting of the uni- 
form system. The Institute’s special 
committee on public-utility accounting 
conferred at Washington on February 
21st with representatives of the commis- 
sion, and later commented on the system 
in draft form. 

Following is a memorandum prepared 
by the Institute’s committee covering 
the conference on February 21st: 

Hotpine Company Accounts 
Investments 

In providing for a classification of ac- 
counts a major difficulty was presented by 
the definitions of holding company system, 
holding company, subsidiary company, affili- 
ate, associate company and public utility 
company, as defined in the public utility 
act, and the variance between these defini- 
tions and those customarily applied in ac- 
counting practice and those set forth in the 
securities act and securities and exchange 
act. In order to avoid use of the words and 
phrases so defined, the committee suggested 
that investments be classified only as to (a) 
companies consolidated; (b) companies not 
consolidated; and (c) other investments. It 
was the intent that this classification also be 
used, to the extent applicable, in the classi- 
fication of other assets, liabilities and in- 
come and expenses. 

The general classification of investments 
is to be supported by a detailed schedule 
showing the principal amount of investments 
in bonds, debentures, notes, advances, etc., 
and the number of shares of preferred and 
common stocks; the ratio of the amounts 
held to the total amounts outstanding; and, 
where available, the amounts invested in the 
respective classes. 

The committee recommended that the 
basis of consolidation be similar to that of 
the securities and exchange act, which pro- 
vides for such basis as “will most clearly 


exhibit the financial condition and results of 
operation.” 

With respect to the treatment of reserves, 
the committee recommended that general re- 
serves be carried on the liability side of the 
balance-sheet with the option to the company 
of deducting specific valuation reserves from 
the assets to which applicable. 

Some discussion was had as to the possible 
relationship of the aggregate of the book 
amounts of the fixed assets of subsidiaries to 
the aggregate investment of the parent com- 
pany in such subsidiaries; and as to the ex- 
tent to which the excess (if any) of the 
investment of the parent company might be 
considered to indicate the purchase of in- 
tangibles. It was felt by the committee that 
any effort to segregate intangibles would be 
impracticable but that the commission might 
prescribe some starting date as of which such 
segregation would become effective as to fu- 
ture expenditures and acquisitions. 
Organization, 

Office Furniture, etc. 

Inquiry was made by representatives of 
the commission as to the location of the 
foregoing items in the balance-sheet, but it 
was the opinion of the committee that this 
was unimportant. 

Sinking Funds 

The committee was asked for an opinion 
as to the treatment of the company’s own 
securities held alive in sinking funds and 
expressed itself as favoring the deduction of 
such securities from the corresponding lia- 
bility account. 

Current Assets 

Apart from the question of classification, 
discussed in “Investments” above, the only 
question raised by the commission was as to 
the treatment of the reserve for doubtful 
notes and accounts. It was the opinion of 
the committee that, these being specific valu- 
ation reserves, they should be deducted from 
the assets to which applicable. 

Debt Discount and Expense 

With respect to this item it was the rec- 
ommendation of the committee that the 
amortization provisions be general or op- 
tional with a requirement that the basis em- 
ployed be approved by the commission. This 
treatment seemed practicable to the com- 
mission, inasmuch as it would be required to 
pass upon refunding issues, at which time 
it could likewise approve the proposed 
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method for disposition of unamortized dis- 
count and expense on the securities refunded. 
These comments apply equally to premium 
on refunded issues. 

Reacquired Securities 

It was the opinion of the committee that 
the treatment thereof should follow the pro- 
visions of the securities and exchange act, 
which requires under “Funded debt”, that, 
“where reacquired bonds and notes are de- 
ducted from bonds and notes outstanding the 
amounts shall be shown separately”; and, 
under “Capital stock”, that “reacquired 
stock (treasury stock) is preferably to be 
shown as a deduction from capital stock or 
from either the total of capital stock and 
surplus, or from surplus, at either par or 
cost as circumstances require”. 

Surplus 

With reference to the segregation of sur- 
plus it was the opinion of the committee 
that such segregation be required only as 
between capital and earned surplus (if prac- 
ticable), with such further analysis of capi- 
tal surplus as the commission might require, 
having regard to the availability of informa- 
tion from which to prepare such an analysis. 
It was suggested that if the commission felt 
that a further segregation of capital surplus 
is desirable it might permit the companies 
to use their present classification up to a 
date to be fixed as of which adherence to a 
classification prescribed by the commission 
would be required. 

Question was also raised as to the pro- 
priety of taking up in the surplus accounts 
of a holding company the undistributed sur- 
plus of subsidiaries and it was the opinion 
of the committee that, if taken up, such 
undistributed surplus should be segregated 
so as to fully disclose the fact. 

Income Account 

With respect to the treatment of stock 
dividends, the committee advocated adher- 
ence to the principle that, if stock dividends 
received have been included as income, that 
fact, as well as the basis on which they have 
been taken up, should be indicated; and that, 
in no event, should they be taken up at a 
value in excess of that at which charged on 
the books of the issuing company. 

The committee also expressed the opinion 
that it is permissible to take up cumulative 
preferred dividends (declared subsequent to 
the date of the accounts), as an asset and 
in the income account, to the extent that the 
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corresponding liability and expense is taken 
up by the payor; provided, that unless in- 
terest and dividends shall have been earned 
and are collectible, they shall not be taken 
into assets (without a contra reserve) or into 
income. 

On the question as to whether payments 
under the social security act should be 
treated as taxes or should follow the dis- 
tribution of payrolls, it was the opinion of 
the committee that treatment as taxes is 
preferable. 

With respect to federal income taxes, it 
was the opinion of the committee that these 
should preferably be segregated from other 
taxes and treated as a deduction from in- 
come rather than as an operating or general 
expense; or that the position be optional 
with the companies. 

DEPRECIATION 

The committee respectfully recommended 
to the commission that questions involving 
the adequacy and treatment of depreciation 
charges and reserves be left to the various 
state regulatory bodies. 


COMPANY AMENDS ACCOUNTS 
AT REQUEST OF S.E. C. 

Amendment of the 1934 published in- 
come account of the Curtis Publishing 
Company to eliminate from net income 
dividends on the company’s own pre- 
ferred stock carried in the treasury was 
announced on September 4th. It is re- 
ported that the amendment was made 
in compliance with a request of the se- 
curities and exchange commission in 
which the New York stock exchange con- 
curred. 

The incident is described in the fol- 
lowing article quoted from the New 
York Herald Tribune of September 5th: 

“To conform to accepted accounting prin- 
ciples, Curtis Publishing Company has 
amended its 1934 income account by elimi- 
nating from earnings dividends paid on 
preferred stock held in its treasury. 

“In the amended document filed with the 
securities and exchange commission yester- 
day, the concern lists 1934 consolidated net 
income at $5,678,033, compared with net of 
$5,906,326 reported to stockholders previous- 
ly. The former figure was equal to $6.58 a 
share on the 7 per cent. preferred stock, 
while the latter is equal to $6.84 a preferred 
share. 
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“In a letter from the stock exchange under 
date of July 31, the disparity was pointed 
out thusly: ‘It is noted that dividends in 
the amount of $280,293 on the registrant’s 
own preferred stock carried in its treasury 
has been taken up as income in the above 
captioned profit-and-loss statements. l- 
though it might be deemed that the amount 
is not very significant, the method of treat- 
ment of such dividends would seem not to 
be in accordance with accepted principles 
of accounting. It is therefore requested that 
amended profit-and-loss statements be sub- 
mitted.’ 

“Revised net income for the parent com- 
pany alone in 1934 was $5,667,701, com- 
pared with $5,897,994 as first reported. 

“Lawrence E. Brown & Co., accountants, 
who certified the original statement in ac- 
cordance with accepted principles, said: 
‘The aforesaid amended statements do not 
affect the financial status or surplus of the 
registrants, or registrant and subsidiaries, 
as shown in the original permanent registra- 
tion certificate, and in our opinion correct 
the “deficiencies” in the manner desired by 
the S. E. C. as noted in the letter dated 
July 31, 1936, from the New York stock 
exchange.’ 

“The incident marked an occasion where 
the S. E. C.’s intent is that earnings will be 
computed on outstanding stock and not on 
outstanding shares where there has been any 
treasury recovery of the issue.” 

On September 4th, the New York Sun 
commented on the incident as follows: 

“The downward revision in 1934 earnings 
of Curtis Publishing to eliminate dividend 
income on treasury stock will be applauded 
by most accountants. The complaint of the 
S. E. C. that led to the change stated that 
the inclusion of such dividends ‘would seem 
not to be in accordance with accepted prin- 
ciples of accounting.’ The American Institute 
of Accountants special committee on codpera- 
tion with stock exchanges listed as one of 
the five cardinal principles, more than three 
years ago, that dividends on treasury stock 
‘should not be treated as a credit to the 
income account of the company.’ It is un- 
fortunate that the stock exchange permitted 
the company’s 1934 report to escape correc- 
tion so long and allowed the 1935 statement 
to continue the digression from ‘accepted 
principles.’ 


“The accountants for Curtis Publishing 
in amending their 1934 certificate state that 
the changes do not affect ‘the financial status 
or surplus.’ That is true enough, but the 
changes do affect reported earnings material- 
ly. When a company is paying dividends 
in excess of current earnings, as Curtis was 
in 1934 and 1935, the payment of dividends 
on treasury stock approaches the theory of 
perpetual motion. The company dips into 
surplus of the previous year, pours it through 
income account for the current year by pay- 
ing dividends on treasury shares, and lets it 
drip back into surplus account, whence it 
ean be lifted again next year. Without do- 
ing a nickel’s worth of business a company 
having a good surplus and a large block of 
re-acquired stock could go on for years re- 
porting earnings on the stock in the hands 
of the public. If 20,000 shares were held 
publicly and 80,000 in the treasury, pay- 
ment of a dividend of $1 a share would put 
$80,000 in the theoretical income account— 
equal to 80 cents a share on 100,000 shares 
issued or to $4 a share on 20,000 in the 
hands of the public. In actual public dis- 
bursements it would take a company fifty 
years to exhaust a surplus of $1,000,000 in 
this manner.” 


INSTITUTE MEMBER APPOINTED 
TO FEDERAL POST 


The federal home loan bank board re- 
cently announced the appointment of 
John W. Ballard, of Fort Worth, as 
chief examiner. Mr. Ballard is a mem- 
ber of the American Institute of Ac- 
countants admitted in 1933. 

Mr. Ballard joined the federal home 
loan bank system in 1934 and has served 
on the review committee since that time. 
The duties of the examining division in- 
clude analysis of applications from 
thrift and home-financing institutions 
for membership in the bank system, for 
insurance of investors’ accounts through 
the federal savings and loan insurance 
corporation, for conversion of federal 
charter and for government investment 
in their shares, It also conducts annual 
examinations of insured associations. 

For the past two years Mr. Ballard 
has codperated in the development of 
uniform financial statements and re- 
ports of building and loar associations. 
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STOCK EXCHANGE ADDS TO 
LISTING AGREEMENTS 


The stock list committee of the New 
York stock exchange on September 2nd 
announced certain amendments and ad- 
ditions to the listing agreements in use 
by the exchange which should have an 
important bearing on the accounting 
procedure of listed corporations. 

Besides changes in arrangement, form 
and phraseology, several significant addi- 
tions were made to the agreements. A 
new stipulation, section II-6, has been 
added and section II-7 has been amended 
so that these two agreements now read 
ias follows: 

“TI-6. The corporation will not use, nor 
will it permit any subsidiary directly or in- 
directly controlled by it to use capital sur- 
plus, however created, to relieve income ac- 
count or earned surplus account of charges 
that should properly be made against one 
or both of such accounts without notifying 
the exchange and obtaining the approval of 
its stockholders.” 

“TI-7. The corporation will not make any 
substantial change, nor will it permit any 
subsidiary directly or indirectly controlled 
by it to make any substantial change in ac- 
counting methods, or in policies as to de- 
preciation and depletion, or in bases of valu- 
ation of inventories or other assets, without 
notifying the exchange and disclosing the 
effect of any such change in its next suc- 
ceeding interim and annual report to its 
stockholders.” 

Another addition requires that com- 
panies disclose in their financial state- 
ments any item of an unusual or non- 
recurring nature. 

Following is a statement commenting 
on the new requirements which the In- 
stitute’s special committee on codpera- 
tion with stock exchanges has released 
_to the press: 

“The principle underlying the require- 
ment of the New York stock exchange that 
corporations making application to list se- 
curities will agree not to use or permit any 
subsidiary directly or indirectly controlled 
by it to use capital surplus, however cre- 
ated, to relieve income account or earned 
surplus account of charges that should prop- 
erly be made against one or both of such 


accounts without notifying the exchange and 
obtaining the approval of its stockholders, 
is in conformity with good accounting prac- 
tice approved by the American Institute of 
Accountants. Early in 1933 the Institute 
committee on codperation with stock ex- 
changes said that capital surplus, however 
created, should not be used to relieve the in- 
come account of the current or future years 
of charges which would otherwise fall to be 
made there against. 

“Furthermore, the Institute believes that 
any important change in accounting methods 
from year to year, with the effect of such 
change on the income account of the cor- 
poration, should be brought out when re- 
porting upon the financial condition or re- 
sults of operation for a given period. A 
change in method of valuing inventories or 
a new basis for depreciation of plant and 
equipment may be cited as instances which 
might well have a decided effect on the in- 
come account. 

“This is covered in the requirement of the 
stock exchange that the corporation will not 
make any substantial change, nor will it per- 
mit any subsidiary directly or indirectly 
controlled by it to make any substantial 
change, in accounting methods, or in poli- 
cies as to depreciation and depletion, or in 
bases of valuation of inventories or other 
assets, without notifying the exchange and 
disclosing the effect of any such change in 
its next succeeding interim and annual re- 
port to its stockholders.” 


A. I. Grade & Co. announce the removal 
of their offices to suite 1819-1821, Central 
building, 77 West Washington Street, Chi- 
cago. 


Samuel Kaplan & Co. announced the re- 
moval of their offices to 551 Fifth Avenue, 
New York. 


William A. Ullrich announces the forma- 
tion of William A. Ullrich & Co., Harries 
building, Main and First streets, Dayton, 
Ohio. 


“Investment for appreciation,” by L. L. 
B. Angas, recently published by the Somer- 
set Publishing Company, was reviewed by 
Samuel J. Broad, of New York, in the Aug- 
ust issue of The Management Review. 
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NATURAL BUSINESS YEAR 

At a meeting of the natural business 
year council held at New York on Sep- 
tember 11th, activities of the council dur- 
ing the past year were reviewed. Fol- 
lowing is a summary of a report which 
had previously been sent as a News Letter 
to the members of the council and to a 
number of other individuals and organi- 
zations active in the campaign. 


ForMATION OF COUNCIL 

The natural business year council was 
formed in November, 1935, by representa- 
tives of the following organizations: Robert 
Morris Associates, National Association of 
Credit Men, New York Credit Men’s Associa- 
tion, Dun and Bradstreet, American Man- 
agement Association, National Association of 
Cost Accountants, American Trade Associa- 
tion Executives and the American Institute 
of Accountants. 


IniT1AL OF CAMPAIGN 

Soon after its formation the council issued 
a four-page statement entitled The Natural 
Business Year as the Proper Fiscal Period. 
An article on the same subject appeared in 
Domestic Commerce, publication of the bu- 
reau of foreign and domestic commerce, and 
the council obtained reprints of this article. 
It received from the American Institute of 
Accountants copies of a chart for use in 
determining the natural business year of a 
business enterprise. It also received from 
the Institute copies of a list of natural fis- 
eal closing dates prepared by the bureau of 
business research, University of Illinois. 

Through the national organizations par- 
ticipating in the campaign, the council en- 
couraged the formation of local or state nat- 
ural business year councils. 

RESEARCH 

Immediately after its organization the 
council undertook to prepare an improved 
list of suggested fiscal closing dates. In do- 
ing so it relied chiefly for its material on 
studies previously made by the University 
of Illinois and the American Institute of 
Accountants, analysis of actual closing dates 
of companies listed in Moody’s Industrials 
and data supplied by codperating organiza- 
tions. In verifying dates tentatively selected, 
it corresponded with individual company of- 
ficers and with trade associations. The 
council has published a tentative list and is 
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now preparing to publish a final list of fis- 
cal closing dates for more than 200 branches 
of industry. The bureau of foreign and 
domestic commerce has assisted unofficially 
by reviewing dates tentatively selected. 


LITERATURE DISTRIBUTED 
The following tabulation shows the num- 
ber of pamphlets and other material distrib- 
uted by the council: 


Basic statement 74,700 
Chart for determining a natural 
business year 2,500 
List of closing dates: 
University of Illinois...................... 650 
N. B. Y. council 4,400 
News Letters (1, 2 & 3).................... 625 
Domestic Commerce reprint.............. 6,500 
Total 89,375 


MAGAZINE ARTICLES 

Articles presenting arguments favoring the 
natural business year have appeared in a 
number of publications. Some of these have 
been prepared by members of the council; 
others by the staffs of the periodicals them- 
selves. Among the magazines publishing 
material on the subject are Credit Executive, 
Credit and Financial Management, Forbes 
Magazine, Domestic Commerce, The Journal 
of Accountancy, Modern Finance, The Con- 
troller and The Tax Magazine. 


ADDRESSES 
Approximately 96 public addresses on the 
natural business year have been made dur- 
ing the past year by members of the council 
and others active in the campaign. Many 
of these were arranged by the council at the 
request of various organizations. 


NEWSPAPER PUBLICITY 
The activities of the council have been 
accompanied by wide-spread newspaper pub- 
licity. It is estimated that more than 500 
articles on the activities of the council and 
the groups codperating in its work have ap- 
peared in daily newspapers. 


CO-OPERATION OF OTHER ORGANIZATIONS 

In addition to groups actually represented 
in its membership, the council has received 
substantial aid from the Controllers Institute 
of America, the Corporation Trust Company, 
the New York stock exchange, Prentice-Hall, 
Inc., Weil, McKey, Pearson & Co., and other 
national organizations. 


te 
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C0-OPERATION OF GOVERNMENT DEPARTMENTS 


Several agencies of the United States gov- 
ernment have given the council valuable as- 
sistance. 

Treasury Department—The bureau of in- 
ternal revenue has provided the council with 
statistics relating to actual changes of ac- 
counting periods approved by the commis- 
sioner of internal revenue during the twelve- 
month period which ended on May 31, 1936. 
It has also undertaken to provide monthly 
statements keeping this information current. 

Securities and Exchange Commission— 
Representatives of the securities and ex- 
change commission have expressed interest 
in the movement in the belief that financial 
statements as of the close of natural busi- 
ness years are more accurate and more help- 
ful to investors. 

Department of Commerce—The depart- 
ment of commerce has been of very substan- 
tial assistance in two ways. Through its pub- 
lication, Domestic Commerce, it has called 
the attention of thousands of business men 
to the activities of the council. The bureau’s 
industrial division chiefs reviewed the tenta- 
tive list of suggested fiscal closing dates and 
checked the dates listed against statistics in 
its own files. 

State ACTIVITIES 


The council has persistently urged that ac- 
countants, bankers, credit men and others 
unite in each state to carry on a local cam- 
paign in behalf of the natural business year. 
As a result constructive activities have been 
undertaken in 30 states and the District of 
Columbia. 


TRADE ASSOCIATIONS AND THE NATURAL 
Business YEAR 

During the past six weeks the natural 
business year council has been attempt- 
ing to verify its tentative list of sug- 
gested fiscal closing dates by direct cor- 
respondence with trade associations rep- 
resenting the industries affected. The 
response by trade associations has been 
gratifying. The following excerpts 
from letters received will indicate the 
nature of many of the replies: 
JEWELRY 

“Referring to the selected dates of Novem- 
ber or March for the manufacturing jewelers 
and silversmiths, the writer is of the opinion 
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that the last day of March would be the bet- 
ter date. While it is probably true that 
most manufacturing jewelers have practi- 
cally completed their manufacturing by the 
last day of November, nevertheless it is also 
true that during the early part of December 
there is usually somewhat of a rush to ship 
out so-called ‘fill-in’ merchandise from stock 
for the Christmas trade. Furthermore, the 
receivables would be at the highest point at 
that date. The last day of March would 
find the receivables at the lowest point and, 
to a certain extent, the inventory would also 
be down, although in many cases new sam- 
ple lines would be built up during the months 
of January, February and March. 
“Referring to the jewelry industry as a 
whole, it is my opinion that the closing dates 
should be as follows: 
“Retail jewelry, last day of January 
“Wholesale jewelry, last day of February 
“Manufacturing jewelry, last day of March 
“We will be very glad to hear from you 
about the further progress of this plan.” 


The Jewelers Board of Trade 


Sreamsuip CoMPANIES 
“ . . I note that you suggest the last 
day of September. I shall be glad to take — 
this up with our committee just as soon as 
the opportunity presents itself, and in the 
meantime I can say that the chairman of the 
committee, with whom I have conferred on 
this subject, is in agreement with your se- 
lection.” 
American Steamship Owners’ 
Association 


CREAMERIES 


“. . . The closing dates as at the end 
of either February or March, as shown in 
your listing, seem to be favored to a consid- 
erable extent in the dairy industry according 
to such information as we are able to secure. 
Not all members of the industry close on 
those dates, however, some using the calen- 
dar-year period. 

“February and March appear to be the 
most liquid periods in the industry due to 
the seasonal nature of its production, which 
is probably the principal reason for the 
adoption of such closing dates.” 

American Association of Creamery 
Butter Manufacturers 
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BooKSELLERS 

. Most booksellers at the present 
time use the regular calendar year as their 
fiscal year. 

“Wwe do believe that July to June would be 
the most advantageous fiscal year for the 
book trade . . .” 

American Booksellers Asso- 
ciation 


* . I note you suggest the last day 
of September as being a suitable date for 
florists. 

“We do not agree with you on this as it is 
our experience here after dealing with more 
than 5,000 prominent florists throughout the 
United States that their season ends as of 
June 30th and begins as of July Ist. ... 

“We trust the above will give you the in- 
formation desired . . . ”. 

The Florists’ Telegraph 
Delivery Association, Inc. 


CorpaGE MANUFACTURERS 


The manner in which one trade asso- 
ciation is co-operating with the council 
is indicated by the following circular 
letter which the Cordage Institute has 
sent to all of its members requesting in- 
formation desired by the council: 

“Cordage Institute is in receipt of a let- 
ter from the natural business year council, 
New York, N. Y., relative to the closing date 
selected for cordage manufacturers for their 
fiseal year. This organization advises that 
they have been conducting extensive research 
during the past six months and have pre- 
pared a tentative list of suggested closing 
dates for various industries. This list has 
been unofficially reviewed by government 
departments. They expect to publish a final 
list, but before doing so they are asking 
trade associations for opinions as to the 
date selected for the branches of industry 
which they represent. 

“The fiscal closing date which they have 
selected for the cordage manufacturers is the 
last day of September. They want us to in- 
dicate the date we prefer, stating reasons, if 
our knowledge does not bear this out. 

“Tt would seem that the only information 
I can give them is to advise the closing dates 
of various members of Cordage Institute, 
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without identification with individual com- 
panies. Therefore, will you please return 
this to me, filling out the questionnaire below. 
Yours very truly, 
J. S. McDantet, 


Secretary. 
Yes No 
“We operate on a cal- 
endar-quarter basis ............ 
(Check) 
“The closing date for 
our fiscal year is 
“Company: 
“Date: 


AvToMoTIvE Parts 

. - All experience prior to 1935 
would lead to the conclusion that closing of 
the business year on the last of October or 
November would be satisfactory to the ac- 
cessory and parts manufacturers in the auto- 
motive industry. This was due to the fact 
that prior to the fall of 1935 the new auto- 
mobiles were first shown in the first week 
of January, and consequently production 
of parts and accessories for these automo- 
biles started in the preceding November and 
December. 

“However, starting with the fall of 1935 
the new models have been brought out dur- 
ing the early part of November. This 
change of date has resulted in shifting the 
low point of the automotive parts and equip- 
ment manufacturers’ yearly cycle ,,SPProxi- 
mately three months ahead. 

Automotive Parts and 
Equipment Manufacturers, Inc. 


CoLLEGES 
“. . . I have made an examination of 
the financial reports of colleges and univer- 
sities which are on file in this office, for the 
purpose of determining the dates used for 
the closing of their financial records. I have 
examined approximately 250 reports and 
have determined the following facts: 
66% of the institutions close their fiscal 
operations June 30. 
10% of the institutions close their fiscal 
operations August 31. 


6% of the institutions close their fiscal 
operations July 31. 


5% of the institutions close their fiscal 
operations May 31. 


| 
| 
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Fifteen other dates were mentioned by the 
remaining 13%. 

many of these institutions are 
governed by the practices of the state gov- 
ernments which control them. For example, 
a large proportion of the institutions clos- 
ing their books on August 31 are state-sup- 
ported institutions in Texas; this practice 
being dictated to these institutions by the 
state government. . . .” 

Financial Advisory Service of the 
American Council on Education 


Corron TRADE 

“Your letter addressed to the American 
Cotton Codperative Association has been re- 
ferred to me. In effect, this organization is 
a national cotton merchant and our closing 
date for our books is exactly in line with 
your suggestions (last day of July). 

“T think some sensible national program, 
as outlined by you, would certainly stop the 
log-jam that many of us have at periods of 
the year in closing corporate books and 
would tend to distribute auditing work more 
evenly over the year.” 

The American Cotton Grower 


Retain HARDWARE 

“In the great majority of retail hardware 
establishments, the natural business year con- 
forms with the calendar year. This is due 
to the fact that January and February are 
the poorest months from a sales standpoint, 
enabling the merchant to take his inventory 
and make his adjustment with the least in- 
terference to his normal activities. 

“There are some exceptions, of course. 
These are found particularly in the south 
where there are many stores which end their 
fiscal year on June 30th. This is due to the 
fact that their seasonal variation is markedly 
different than in most other sections of the 
United States.” 

The National Retail Hardware 
Association 


Meat Packers 

“The selection of a year ending October 
31 was brought about by the fact that at the 
end of October pork-packing companies have 
completed what they consider a normal cycle 
of operations. The marketing of hogs by 
live-stock producers is a somewhat seasonal 
matter. The numbers offered for sale begin 
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to increase in the fall and early winter, usu- 
ally reaching a peak in January or Febru- 
ary; this is followed by a decline, a secon- 
dary peak in May or June, and very small 
marketings in July, August, September, and 
into October. The pork packer characteris- 
tically accumulates fairly heavy supplies of 
product in cure and storage during the win- 
ter months, with the expectation of market- 
ing the excess during the summer, and re- 
ducing his inventories to a low point about 
the end of October. 

“The seasonal character of pork packing 
is not quite so pronounced as it was a good 
many years ago, but it is still important 
enough so that all the larger operators figure 
their natural year as ending in the fall. By 
the end of December they have embarked on 
a new season of product accumulation, and 
naturally that would be a poor time for them 
to close their books. Many of the small local 
packers, however, keep their accounts on a 
calendar-year basis, as they are less affected 
by the seasonal variations than are the 

” 
ae Institute of American 
Meat Packers 


CoépreraTION or S. E. C. 


Carman G. Blough, chief accountant 
of the securities and exchange commis- 
sion, in a letter to Charles B. Couchman, 
chairman of the special committee on 
natural business year of the American 
Institute of Accountants, has expressed 
his approval of the efforts now being 
made to encourage more wide-spread 
adoption of the natural business year 
and set forth what seem to him to be 
the chief advantages of the natural busi- 
ness year from the viewpoint of inves- 
tors and of the commission. 

In his letter Mr. Blough mentioned 
that widespread adoption of the natural 
business year would so spread the work 
of public accountants that audited state- 
ments could be published more quickly 
for the information of investors, and 
added : 

ms I think you have touched upon 
the more important arguments in its favor 
but I should like to take the opportunity of 
expressing those that appeal to me as being 
most important from the standpoint of the 
work of this commission. 
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“In so far as the work of the securities 
and exchange commission is concerned, the 
better distribution that would accompany 
an increase in the number of concerns adopt- 
ing the natural business year would undoubt- 
edly improve our ability to render satisfac- 
tory examination service in the interests of 
the public. 

“The greatest advantage to the investor to 
be gained by the adoption of the natural 
business year, however, is due to the fact 
that it would make available to him financial 
statements prepared at a time when the ac- 
tivities of the company are at a minimum 
and its assets most liquid. Such statements 
involve fewer estimates and arbitrary valua- 
tions than those prepared at any other time 
and, accordingly, reflect more accurately the 
results of the company’s operations and its 
financial status.” 


State Socrety AcTIvVITIES 

Activities of the Pennsylvania Insti- 
tute of Certified Public Accountants in 
behalf of the natural business year are 
described in the report of a special com- 
mittee presented at the recent annual 
meeting of the Institute, which was, in 
part, as follows: 

“Early in December 1935 your committee 
recommended to the president that the In- 
stitute send to each member a copy of the 
pamphlet dated November 25, 1935, pre- 
pared by the natural business year council, 
of New York, which sets forth the advan- 
tages of the natural business year as the 
proper fiscal period. It was also recom- 
mended that the chapters codperate in the 
natural business year week movement and 
have discussions of the question at the De- 
cember chapter meetings. 

“The chairman of the Institute’s commit- 
tee on codperation with bankers distributed 
to banks and bankers throughout the state 
a large number of the pamphlets and re- 
ported numerous replies of their codpera- 
tion. 

“Through the efforts of your committee 
and of the executive assistant of the Insti- 
tute, excellent publicity was given the move- 
ment by Philadelphia and Pittsburgh news- 
papers in which reference was made to the 
Pennsylvania Institute. 

“In January 1936 the president of the In- 
stitute addressed a meeting of the Bank 
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Credit Club of Pittsburgh on the subject of 
the natural business year. 

“Your president suggested that a local 
natural business year council be formed in 
western Pennsylvania, the membership to in- 
clude bank and industrial credit executives. 
Your committee recommends that such an 
organization be established at least in Phila- 
delphia and Pittsburgh, if not in each chap- 
ter city. 

“It recommends also that a tentative list 
of natural closing dates prepared by the 
American Institute of Accountants be in- 
eluded in the Spokesman in order to obtain 
an expression of opinion as to whether the 
dates given are natural closing dates.” 


LATER DATE FOR FILING TAX 
RETURNS SUGGESTED 

The Institute has referred to the ad- 
visory council of state society presidents 
a proposal that the date for filing federal 
income-tax returns be changed from the 
15th day of the third month after the 
close of the taxpayer’s fiscal year to the 
15th day of the sixth month. This pro- 
posal was made in the form of a resolu- 
tion adopted by the Kentucky Society 
of Certified Public Accountants on 
April 28th and was subsequently en- 
dorsed by other state societies and re- 
ferred to the Institute. 

The Institute’s committee on federal 
taxation considered the matter favorably 
and drew the suggestion to the attention 
of the bureau of internal revenue. The 
resolution was then referred to the ad- 
visory council with the thought that at 
their next meeting the state society presi- 
dents might wish to discuss the subject. 

Following is the text of the resolution 
adopted by the Kentucky society: 

“WHEREAS, each year adds to the list of 
business enterprises requiring annual audits, 
and 

“WHEREAS, it is economical and conducive 
to accuracy that such annual audits be com- 
pleted before filing federal income-tax re- 
turns, and 

“WHEREAS, it-is impossible for the certi- 
fied public accountants throughout the coun- 
try to complete ail of the audits required 
and demanded of them within the period 
heretofore allotted for filing federal tax re- 
turns, and 
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“Wnereas, the asking for and granting 
of extensions of time and the filing of tenta- 
tive returns entails extra and useless labor 
and expense on the part of both the govern- 
ment and the taxpayers, now, therefore, be it 

“ResotveD, that the Kentucky Society of 
Certified Public Accountants does hereby pe- 
tition the congress to change the due date 
for filing federal income-tax returns, and the 
consequent penalties for delinquency, from 
the 15th day of the third month following the 
close of the taxable year to the 15th day of 
the sixth month following the close of the 
taxable year, but impose interest at the rate 
of one-half of one per cent. per month for 
each month or fraction thereof from the 15th 
day of the third month following the close of 
the taxable year until paid, so that all returns 
filed up to the 15th day of the third month 
following the close of the taxable year would 
be without either interest or penalty; the 
interest to attach on those filed thereafter ; 
and the penalties, other than mterest, to 
attach only on such returns as are filed after 
the 15th day of the sixth month following 
the close of the taxable year, and be it 
further 

“ResotveD, that a copy of this resolution 
be sent to the commissioner of internal rev- 
enue, the secretary of the treasury, each Ken- 
tucky member of the United States senate 
and congress, the president and secretary of 
the American Society of Certified Public 
Accountants, the president and secretary of 
the American Institute of Accountants and 
the presidents of the respective state socie- 
ties of certified public accountants.” 


Norman G. Chambers, of New York, has 
been appointed by the British Empire Cham- 
ber of Commerce in the United States of 
America to act as chairman of a committee 
of double taxation to codperate with the 
chamber’s committee on foreign commerce 
and revenue laws. 


With the resignation of Frank Murphy as 
governor general of the Philippine Islands, 
J. Weldon Jones, auditor for the Islands, 
has been named acting governor general. Mr. 
Jones is a certified public accountant of 
Texas, a member of the Institute since 1928, 
and for several years before his appoint- 
ment as territorial auditor was on the faculty 
of Ohio State University. 
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ANNUAL MEETING OF DOMINION 
ASSOCIATION 

The American Institute of Account- 
ants was represented at the thirty-fourth 
annual meeting of the Dominion Associ- 
ation of Chartered Accountants, held 
August 25th to 27th at Toronto, by 
Charles B. Couchman, of New York, 
past president, and John L. Carey, see- 
retary. Headquarters of the meeting 
were at the Royal York hotel. 

George R. Freeman, of London, former 
president of the Institute of Chartered 
Accountants in England and Wales, at 
the general session of August 27th, de- 
livered a paper entitled ‘‘Constructive 
accountaney.’’ Other papers presented 
were ‘‘Some thoughts on the balance- 
sheet,’’ by A. J. J. Fanshaw, of Calgary, 
Alberta, and ‘‘Chartered accountants 
and edueation,’’ by H. L. Mackin, of St. 
John, New Brunswick. 

Mr. Couchman was the guest speaker 
at the banquet which closed the meeting 
on the evening of August 27th. His 
topic was ‘‘Double-entry thinking.’’ 
After discussing the general unrest that 
characterizes the world today and the 
various types of proposed economic 
changes and schemes for the betterment 
of humanity, he drew attention to the 
fact that many of these changes and 
schemes are being urged, driven and 
even fought for without proper consid- 
eration of possible effects. There has 
not been a sufficiently careful weighing 
of the advantages and disadvantages 
that might result from each plan. He 
went on to say: 

“We are living in an age where there is 
an overemphasis upon the advantages of 
change. Anyone not wholly fossilized must 
admit that changes are frequently beneficial 
and advantageous. The error lies with a 
great number of people in considering that 
anything that is old is bad and that change 
and improvement are synonymous. There is 
a large group in our land and in every land 
who fail to recognize that some of those who 
uphold the old ways and the old principles 
do so because they have carefully thought 
through proposed changes and have seen 
their fallacies, or have weighed the advan- 
tages against the disadvantages of proposed 
measures and have found them wanting. 
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“One test of honesty of thought by eager 
proponents of change is whether or not they 
are willing to recognize honesty of thought 
on the part of those who oppose them. In 
- recent years we have faced and are still fac- 
ing large groups of men who openly attrib- 
ute dishonesty of purpose to anyone who 
offers any arguments against the plans they 
so zealously endorse. Such an attitude in- 
evitably must breed in the minds of impartial 
observers a doubt as to the confidence of such 
leaders in the value of their own projects. 
A man who will not tolerate fair debate as 
to the merits of a proposal which he es- 
pouses indicates his own lack of faith in 
his proposal’s being able to withstand a fair 
minded investigation. 

“There is too much single-entry thinking in 
the world today with regard to many vital 
problems. Single-entry thinking, like single- 
entry bookkeeping, records only one side of 
a transaction. The trained accountant knows 
that the increase of one asset such as cash, 
may result in the creation of a liability or 
the reduction of another asset, or a com- 
bination of several affects, some of which 
may to a certain extent represent gain or 
loss. It is the function of double-entry to 
record them all. 

“Single-entry thinking concerns itself 
with only one side of a question. If it is 
a proposition which the alleged thinker 
favors he concerns himself only with its 
favorable elements and ignores all unfavor- 
able ones. On the other hand, if the propo- 
sition is one which he fundamentally op- 
poses, his thinking centers upon the unfavor- 
able elements only. 

“No one can claim to have a reasonable 
judgment upon any proposition until he 
has considered the arguments upon both 
sides. Judgment is determined by the pre- 
ponderance of advantages upon one side 
or the other. 

“A single-entry thinker specifies the dis- 
advantages of a certain economic system 
and immediately considers himself a re- 
former, a savior of the people by bending 
his whole energies to eliminating not merely 
the disadvantages, but the whole system. A 
double-entry thinker would strive to ascer- 
tain the measure of advantages that might 
be lost through such a change of system, 
together with the disadvantages that might 
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attach to the new system, and would weigh 
these conscientiously with the advantages the 
change might produce. His final judgment 
on the matter would be the result of such 
impartial measurement of both sides of the 
subject.” 


Mr. Couchman applied this line of 
thought to various proposed economic 
changes in the forefront of world 
thought today. He pointed out that ac- 
countants, because of their training in 
rendering disinterested and unbiased 
judgment upon accounting matters, 
were particularly well equipped to apply 
the same line of thought to the various 
vital problems confronting the world 
today. He urged that it was the re- 
sponsibility of accountants to give to 
economic problems and to political proj- 
ects the same type of thinking which 
they apply to the financial affairs of 
clients and to put forth their conclu- 
sions in the same unbiased manner. 

“Considering a political proposition by 
expressing only its favorable elements would 
be akin to putting forth a balance-sheet show- 
ing only the assets and omitting the liabili- 
ties. To express an opinion in regard to an 
economic doctrine displaying only its faults 
and unfavorable tendencies would be like 
setting up a balance-sheet consisting only of 
liabilities and responsibilities, the asset side 
being left blank. None of us as accountants 
would even think of such a thing in con- 
nection with a financial statement, no matter 
how much interest we might have in the 
organization which it represented. Our 
training and honesty would compel us to 
display the favorable and unfavorable ele- 
ments with equal fidelity and impartiality. 

“As accountants we can stand steadfast 
in this period of unrest, studying each prob- 
lem and each suggested solution on the same 
basis as we study financial elements, and 
the balance-sheet of thought which we pro- 
duce with regard to these problems and 
proposed solutions should be so complete 
that the measure of solvency or insolvency 
is fully apparent.” 


Miller Bailey, of Kansas City, Mo., re- 
cently addressed group meetings of the Kan- 
sas Bankers Association at Washington and 
Parsons, Kansas. 
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ANNUAL MEETING OF TENNESSEE 
SOCIETY OF C. P. A'S 


The annual meeting of the Tennessee 
Society of Certified Public Accountants 
was held at Chattanooga on August 28th 
and 29th. The American Institute of 
Accountants was officially represented 
by John L. Carey, secretary. 

At a luncheon on August 28th, the 
guest speaker was C. W. Bailey, of 
Clarksville, president of the Tennessee 
Taxpayers’ Association. Mr. Bailey, a 
banker, expressed concern over the lax- 
ity in the control of public expenditures 
in Tennessee, and saying that the state 
may never again have the opportunity 
‘‘to put its house in order,’’ called on 
the accountants to ‘‘rise up on your hind 
legs and assert yourself.’’ 


Commenting on the financial activities 
of various state and local departments, 
Mr. Bailey laid emphasis on the number 
of defaleations which occur and the 
— thus created on public funds. He 
said : 

‘Another astounding situation is 
brought to light in the number of defal- 
cations which occur in the counties 
throughout the state.... Failure to 
make proper audits and failure to re- 
quire accounting of stewardship are re- 
sponsible for this condition.’’ Mr. Bailey 
expressed the opinion that the accounts 
of each county officer should be inde- 
pendently audited at least once a year. 

Roseoe C. Clark, retiring president of 
the society, presided at the opening ses- 
sion of the meeting. The invocation was 
pronounced by the Rev. Maleolm Wil- 
liamson. Burton Franklin, mayor of 
Signal Mountain, made an address of 
welcome, to which Harry M. Jay, of 
Memphis, responded. At this session, 
Mr. Carey spoke of the probable merger 
of the two national organizations and the 
results which might reasonably be ex- 
pected. His remarks are produced in 
part elsewhere in this Bulletin. George 
P. Ellis, past president of the American 
Society of Certified Public Accountants, 
also spoke at this session, commenting 
on current economic conditions, their 
relation to accountancy and the need for 
one harmonious national organization of 
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certified public accountants to represent 
the profession. 

At the first business session of August 
29th, annual reports of officers and com- 
mittees, as well as reports of chapters 
of the society, were read. Henry Miller, 
of New Orleans, past president of the 
American Society of Certified Public 
Accountants, spoke on the relations of 
state and national organizations and 
some of the problems that confront them. 
D. W. Springer, secretary of the Ameri- 
ean Society, also spoke at this session on 
‘‘Practitioner relationships. 

At the luncheon on this day, the guest 
speaker was W. R. Long, Chattanooga 
banker. 

The following officers were elected for 
the ensuing year: Hoskins Van Hooser, 
of Chattanooga, president; N. H. Craig, 
of Knoxville, vice-president; E. P. 
Seales, Jr., of Nashville, secretary, and 
A. L. Yaneey, of Memphis, treasurer. 

During the meeting, members of the 
society and their guests were enter- 
tained by trips into the surrounding 
mountainous country and at bridge, golf 
and other events which had been ar- 
ranged. 

On the evening of August 29th, the an- 
nual banquet was held at Signal Moun- 
tain hotel. R. L. Park was toastmaster. 
The program included presentation of 
officers for the ensuing year. 


TO ComME’’ 


In his remarks at the morning session 
on August 28th, John L. Carey, secretary 
of the American Institute of Account- 
ants, presented the following hypothet- 
ical report on the state of the public ac- 
countancy profession as it might be pre- 
pared some twenty years in the future. 

“There are 30,000 certified public ac- 
countants in the United States, 29,900 of 
whom belong to state societies and to the 
national professional organization at a total 
cost to each of not more than $25 a year. 

“Each state society is a strong and re- 
spected body in its own community. Its 
committees are consulted by state officials, 
tax authorities and securities, banking and 
insurance commissions. Its advice is sought 
by the state legislature. It frequently con- 
sults on matters of mutual interest with local 
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organizations of bankers, credit men, finan- 
cial editors and other professional and busi- 
ness groups. 

“The standard of accountancy work is very 
high. Through close codperation between 
national and state organizations full informa- 
tion is continually distributed throughout 
the profession on technical developments in 
accounting procedure, and individual ac- 
countants are fully informed of the prac- 
tices in other parts of the country and in 
various fields of business. 

“Fees for public accounting service are 
ample to insure careful and thorough exami- 
nations by competent staff men under ade- 
quate supervision of principals. Consequent- 
ly, clients are universally delighted with the 
service which their accountants render. The 
integrity of audits by independent public 
accountants is generally recognized and busi- 
ness men lean heavily on their accountants 
for advice. 

“One reason for the high standard of per- 
formance and an adequate standard of fees 
is the complete absence of bidding for pro- 
fessional accounting work. Even in the 
field of municipal auditing, bidding has be- 
come unknown, as have solicitations and ad- 
vertising. This has come about because sus- 
pension or expulsion from the state society 
and the national organization is the imme- 
diate penalty for violation of the ethical code 
adopted by the profession as a whole. 

“The one hundred certified public aceount- 
ants who are not members of the profes- 
sional organizations are those who have lost 
their memberships or have been refused ad- 
mission because of failure to observe the 
code. Their practices have fallen away rap- 
idly because the public has learned to seek 
members of the state and national societies 
to render accounting service. 

“State boards of accountancy are nominated 
on recommendation of the state society, and 
codperation between each society and the 
local board is very close. In the rare cases 
of fraud or inexcusable negligence on the 
part of certified public accountants, investi- 
gations are made by the state societies, com- 
plaints are referred to the state boards and 
the offenders’ certificates are promptly sus- 
pended or revoked. 

“Occasional attacks on the C. P. A. laws 
by groups of non-certified accountants are 
rapidly disposed of by conferences between 


the appropriate legislative committee and 
the society’s committee on legislation, so 
strong is the support rendered to state soci- 
eties by the business public and by govern- 
ment departments. 

“Each state society publishes a monthly 
bulletin and holds monthly meetings through 
which its members are kept informed of cur- 
rent events of interest to them. Recognizing 
the importance of accountancy in the busi- 
ness life of the community, the local news- 
papers review the bulletin and follow meet- 
ings faithfully, reporting to the public those 
activities of the state society which are of 
general interest. 

“Through codperation between the national 
organization and the state societies, state 
C. P. A. laws have become generally uniform. 
Experience and educational requirements are 
standard throughout the country, and a com- 
mon basis for mutual recognition of certifi- 
cates has been adopted by all the states. A 
standard examination, prepared by the na- 
tional organization in codperation with the 
individual state boards, has been universally 
adopted. 

“Through the advisory council of state 
society presidents the national organization 
obtains the advice of state societies on ques- 
tions of policy and in turn receives requests 
for information and advice on matters with 
which individual state societies may be deal- 
ing. There is a full and free interchange 
of information. 

“The national organization produces pub- 
lications covering every subject of interest 
and of practical value to accountants—a 
monthly magazine, bulletins, pamphlets and 
reports. The national organization also 
maintains a complete library, containing 
every work in the English language on ac- 
countancy or a related subject, with sufficient 
duplicate copies of the more important books 
to permit circulation among individual mem- 
bers. In addition there is maintained at 
national headquarters an information bu- 
reau, which obtains answers to technical 
problems submitted by individual members, 
and from time to time publishes, for the 
benefit of all, data compiled in answering 
such questions. 

“The advice of the national accountancy 
organization is frequently sought at Wash- 
ington by legislative committees and gov- 
ernmental departments and officers. 
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“Continual conversations take place be- 
tween committee of the organization and the 
securities and exchange commission, the fed- 
eral power commission, the interstate com- 
merce commission, the treasury department 
and other federal bodies dealing with ac- 
counting questions. 

“In the rare cases in which a certified 
public accountant, appearing before any 
governmental authority, files improper state- 
ments or commits an unprofessional act, the 
government agency notifies the national or- 
ganization, which in turn advises the state 
society of which the offender is a member. 
If after careful investigation the account- 
ant is believed guilty of unprofessional con- 
duct, he is called upon to answer a formal 
complaint before the national organization 
or the state society or both. The national 
organization customarily deals with charges 
of unprofessional conduct, which for any 
reason it can adjudicate with greater ease 
or with less embarrassment than could the 
state society concerned. In a number of 
court cases involving questions of account- 
ants’ responsibility and other questions affect- 
ing the status of the profession, the national 
and state organizations have appeared as 
friends of the court and have presented the 
viewpoint of the profession as a whole on 
those questions, as a result of which the 
legal liability of accountants has been clearly 
defined to the satisfaction of all concerned. 

“The national organization maintains in- 
timate relations with national associations 
of bankers, investment bankers and credit 
men, with the bar association and with stock 
exchanges, as well as with other business, 
professional and trade associations. 

“The national organization has carried on 
a continuous program of public education 
through which the nature and value of the 
services rendered by certified public account- 
ants have come to be clearly understood by 
the man in the street. 

“Regional meetings are held each year 
under the joint auspices of the national or- 
ganization and groups of societies in neigh- 
boring states, at which prominent members 
of the profession and men well known in 
public life discuss affairs of the day. There 
is great public interest in these conferences. 

“The national organization maintains a 
publicity department through which all news 
of accountancy of legitimate interest to the 


public reaches the daily press, magazine and 
trade publications. 

“Professional education has been placed 
on a high plane. All the leading colleges 
and universities give courses designed to 
train students for professional practice. 
These courses are similar, meeting a mini- 
mum standard to which all have agreed, and 
stressing both cultural and technical sub- 
jects. Faculties are highly competent and 
graduates of these schools are so trained 
as to be of immediate value to accounting 
firms. A college degree has become one of 
the prerequisites for the certified public ac- 
countant certificate. 

“An employment exchange is maintained 
by the national organization with which the 
secretaries of state societies coéperate and 
through which qualified accountants may ob- 
tain staff positions. 

“Largely through the efforts of the na- 
tional and state accountancy organizations, 
working with other groups, the natural busi- 
ness year has become a generally recognized 
principle of business management. No new 
corporation is formed without study of the 
fiseal year problem, and a closing date is 
seiected which will be most advantageous to 
the business. In the meantime, those cor- 
porations already in existence, which had 
been operating on improper fiscal years, have 
changed to more suitable ones with the re- 
sult that the practice of the average certified 
public accountant remains fairly constant 
throughout the year. Rush seasons are un- 
known and large permanent staffs are the 
rule. Staff men are almost never employed 
on a temporary basis. 

“The volume of accounting practice has 
increased and many of the ablest young men 
in the universities are striving to satisfy the 
exacting requirements for entrance to so 
honorable and lucrative a profession.” 


W. H. Quinnette, of Tulsa, recently ad- 
dressed members of the Oklahoma Millers 
Association, on the subject, “The windfall 
tax.” 


Raymond Rebsamen, of Little Rock, has 
been appointed by Carl Bailey, attorney- 
general of Arkansas, as chairman of an hon- 
orary civil service commission to study civil 
service laws of other states. 
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INFORMATION FOR INVESTORS 


In an address at the recent Institute 
of Public Affairs held at Charlottesville, 
Virginia, under the auspices of the Uni- 
versity of Virginia, Leland Rex Robin- 
son, consulting economist and lecturer at 
Columbia University, made an address 
on the subject ‘‘Investor information— 
its economic importance,’’ which at- 
tracted wide attention among members 
of the accounting profession. Dr. Rob- 
inson is a former assistant director of 
the United States bureau of foreign and 
domestic commerce and once served as 
American financial trade commissioner 
in London. In his address at Charlottes- 
ville, Dr. Robinson said, in part, the fol- 
lowing: 

“For two principal reasons, then, infor- 
mation for investors becomes of the most ex- 
treme importance these days. In the first 
place, as has been pointed out, directors are 
less free—and less disposed regardless of 
their freedom—to take responsibility for 
withholding earnings from distribution. In 
due course, if present tax tendencies con- 
tinue, this will make corporations more de- 
pendent upon the markets for capital, in- 
cluding their own shareholders, whether or 
not they are made more dependent upon the 
banks. The attitude of the individual inves- 
tor will determine in larger measure than 
before the availability of increasing capital 
for corporate purposes, the volume of sav- 
ings and the main directions of their employ- 
ment. 

“The second reason follows from the first. 
As income from stocks will more immedi- 
ately and completely register the vicissitudes 
of business, the capitalization of income 
which takes place in the securities markets 
is likely to be wider in its swings than when 
officers and directors shape dividends to their 
own notions of stability and proper balance. 
With a diminution of paternalism on the 
part of corporate directors goes an increase 
of responsibility on the part of corporate 
stockholders. . . . 

“To be adequate for the purpose of keep- 
ing investors informed reports must be ac- 
curate—complete—intelligible. This counsel 
of perfection, however, is not so easy to 
realize in practice. True corporate cost- 
finding leaves much to be desired despite the 


advances in accounting methods which have 
accompanied the growth of business. Honest 
differences of opinion will always exist as 
to the relevancy of certain details which, if 
omitted, will render the report technically in- 
complete but which, if spread on the record, 
may befuddle or mislead the reader. This 
problem of completeness in reporting is im- 
portant today, and has more to do with in- 
telligibility of information made public than 
is often suspected. . . . 

“Statisticians sometimes employ the term 


‘spurious accuracy’. Now, ‘spurious accuracy’ | 


refers to mathematical exactness in handling 
figures of doubtful source or authenticity, 
There is a sense in which every balance-sheet 
and income statement illustrates ‘spurious 
accuracy.’ Before neatly trimmed accounts 
bearing the imprimature of a certified pub- 
lie accountant, the average investor stands 


in awe. The more complete the evidence— | 


that is, the more copious the footnotes, the 
more labored the textual presentations, the 
more technical and numerous the balance- 
sheet and income-statement subdivisions, the 
more are many baffled readers of financial 
statements prone to render homage to ac- 
countants while they are forced to fall back 
upon rule-of-thumb tests in shaping their 
own conclusions. 

“Not alone do the rank and file of security 
owners, but also many directors of corpora- 
tions themselves fail to grasp the insecure 
foundations upon which the statistical struc- 
tures of balance-sheets and earnings state- 
ments have often been erected. . . . 

“It is to be hoped that forms of reports 
may come more and more into use which 
provide a succinct balance-sheet and income 
statement intelligible to the layman, and also 
provide elsewhere detailed schedules separ- 
ated for the perusal of experts, and a candid 
textual interpretation which will help to 
prevent any misconstruction invited by the 
bare figures. Such a report, for instance, 
would not rest content with a statement of 
‘times-earned’ but would point out that a 
leverage factor due to the company’s capital 
set-up would raise or lower the ‘times-earned 
ratio’ in stated proportion to a rise or fall 
in the gross. Where net earnings reflect 
gains or losses from extraordinary sources 


the ratios which these bear to the gross fig- | 


ures would be compared with their effect 
upon net.” 


— 
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CO-OPERATION WITH BANKERS 


Committees representing the New Jer- 
sey Bankers Association, the Robert 
Morris Associates and the New Jersey 
Society of Certified Public Accountants, 
have been meeting jointly during the 
past six years to consider problems of 
accounting of mutual interest to public 
accountants and credit-granting institu- 
tions. These committees have published 
several reports on their activities. 

In 1933 a tentative report was sub- 
mitted which included a suggested form 
of balance-sheet and operating state- 
ment, together with seventy-two separ- 
ate questions relating to the statements, 
intended to direct the banker’s attention 
to avenues of information that might be 
helpful in passing upon credit risks. In 
1934 another report included in more 
detail facts about credit reports, together 
with an outline of a budget report by 
the bank customer for the information 
of the credit grantor. In 1935 the com- 
mittees published a report which out- 
lined different types of audit. 

In the most recent report issued joint- 
ly by the committees certain criteria for 
judging the financial condition and 
eredit needs of a company as revealed by 
its financial statements are listed as fol- 
lows: 

“UnirorMity or STATEMENTS 

“Ts a uniform method of listing assets and 
liabilities consistently followed in successive 
reports to bankers? 


“RESULTS OF OPERATIONS BY DEPARTMENTS 
“In the case of a bank customer producing 
several lines of commodities, is there an in- 
quiry or demand for a subdivision of his 
operating statement to determine whether 
one of his profitable lines is subsidizing an 
unprofitable one? Is a proper cost system 
in use to reveal such a condition? 
“INVENTORIES AND QuicK AssETS 
“Does the banker inquire whether the 
Same personnel takes the inventory year 
after year? If the inventory is so taken, it 
may be that obsolete goods are repeatedly 
included, because they are not considered 
obsolete by the person in charge. This con- 
dition may be revealed if different qualified 
members of the business establishment alter- 
nate each year in taking inventory, so that 


the possibility of overstated inventory be re- 
duced to a minimum. 

“Ts consideration being given to the effect 
of over-investment in inventories on quick 
asset condition? The following will illus- 
trate: 


Risk A Risk B 
$100,000.00 $100,000.00 
Receivables ...... 200,000.00 200,000.00 
Inventories ...... 200,000.00 500,000.00 
$500,000.00 $800,000.00 
Payables .......... 300,000.00 600,000.00 
Net quick 


assets .... $200,000.00 $200,000.00 


“NATURAL Business YEAR 

“What consideration has been given by 
bankers to the advantages accruing to them 
from obtaining reports of borrowers based 
upon their natural business year? 

“The following are some of the benefits 
to be considered: 

(a) Seasonal activity would be completed. 

(b) Merchandise inventory would be at 
low quantity and would make possible the 
discovery of obsolete items. If raw mate- 
rials inventory should be found to be dis- 
proportionately large, in the absence of 
proper explanation, it would reveal a con- 
dition to be remedied. 

(c) Financial statements would reflect the 
results of a completed natural operating 
season. 

(d) Merchandise, accounts receivable, 
payables, ete., would be reduced to their an- 
nual minimum, permitting ease of taking 
inventory and ageing receivables. 

(e) It permits the presentation of the 
borrower’s financial condition as of a time 
when his ability to liquidate his current 
debts is best revealed. 

(f) The work of both the banker and the 
accountant would be facilitated by distribut- 
ing over a number of months the services 
entailed in the preparation and examination 
of statements which is now generally per- 
formed at the end of each calendar year. 

(g) Reports would be submitted to bank- 
ers at a time appropriate for determining 
the financial policy of customers in advance 
of the ensuing year and for guiding the 
customer in his forward sales and purchase 
contract commitments based on such credit 
limits as are concluded with the credit 
grantor. 
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“LIQUIDITY 

“The banker’s interest in the ability of 
the customer to liquidate his loan obligations 
periodically, leads to these questions in re- 
spect to loans outstanding, when the bor- 
rower shows operating losses: 

“Does the banker inquire and determine: 

(a) The break-even point of the company 
in terms of sales? 

(b) How much additional business is nec- 
essary to break even? 

(c) Whether the trend indicates increased 
sales and decreased costs or vice-versa and 
the cause thereof? 

(d) Whether a budgetary system is fol- 
lowed to control liquidity? 

“Tue Errect or TAXES ON CREDIT 

“In view of new and pending state and 
federal tax laws, bankers should seek the 
advice of certified public accountants to de- 
termine whether customers of the bank are 
currently making proper tax provision in 
their operating statements; whether ade- 
quate tax reserves are maintained and to 
what extent the credit position of the client 
is affected by such new taxes.” 


A BankeEr’s VIEWS 

At the 34th annual convention of the 
American Institute of Banking held re- 
cently at Seattle, E. L. Blaine, Jr., vice- 
president of the People’s Bank and 
Trust Company, Seattle, made an ad- 
dress on ‘‘Codperation with publie ac- 
countants’’ which included the follow- 
ing remarks: 

“It is very true that many ‘home-made’ 
statements give an unusually accurate pic- 
ture of the true condition because they are 
prepared by thoroughly competent and hon- 
est bookkeepers, but such bookkeeper is an 
employee of the owner and frequently must 
take orders; so that in the final analysis, 
you can only be sure of an unbiased audit 
where every question of doubt is decided in 
favor of the credit grantor rather than the 
credit seeker, through the employment of 
reports from responsible certified public 
accountants. No doubt many of you can 
sight instances where such reports have not 
been entirely reliable and I believe the 
accountants are as ready as anyone to admit 
that there are degrees of reliability in their 
profession, the same as in banking or any 
other profession. I am speaking, however, 


of the work of the better class public ae- 
countant. Perhaps some of your criticisms 
of unreliable reports will be explained by 
my later remarks, but if you have actual 
evidence of improper conduct you should 
report it through the committee on codpera- 
tion with bankers of the American Institute 
of Accountants, who are as anxious as you 
are to improve the reliability of their reports. 

“Now, how may we codperate with public 
accountants to enable us to obtain more of 
these ‘true-fact’ pictures? I will lay down 
five ways in which we can benefit ourselves 
greatly. 

“First—By a thorough understanding of 
the various types of audits made by the 
accountant so that we will not fall into the 
error of using an audit for a purpose en- 
tirely foreign from that for which it was 
prepared. 

“Second—We should acquaint ourselves 
with the meaning of the accountants’ cer- 
tificates so that we may easily recognize the 
nature of the audit and its scope. Let us 
not, through ignorance, expect a report to 
give us something which, by the certificate, 
we should know it does not contain, and if 
we do use such a report, let us not blame 
the accountant for the insufficient informa- 
tion and say that audited reports are of 
little value. 

“Third—We should take every oppor- 
tunity to encourage the regular employment 
of public accountants, not only for the val- 
uable information they may develop for our 
use, but also because of benefits they fre- 
quently bring our customers in pointing out 
economies of operation, savings in taxation, 
and improvements in procedure. 

“Fourth—We should consistently back up 
the public accountant in every legitimate 
demand that the examination be thorough 
enough to actually determine the true state 
of affairs. 

“Finally, we should recognize that the 
public accountant, despite the fact that he 
may be preparing a report for our ultimate 
use, is nevertheless paid by the customer and 
must, for that reason, of necessity take his 
instructions as to the scope of his engage- 
ment from the customer. Let us make clear 
just what we want in the way of informa- 
tion, preferably at a joint conference of 
customer and accountant, at the inception 
of the examination.” 
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GOLF AND TENNIS TOURNAMENT 
RULES 


Competition for possession of the Mis- 
souri golf and tennis trophies at the 
annual meeting of the Institute will be 
governed by the —— rules: 

LF 


The special feature of this tournament 
will be contests between teams of four play- 
ers for the trophy presented by the Mis- 
souri state society to be known as the 
‘Missouri golf trophy’. The contest is open 
to teams from the various state societies. 
The four team players must be members of 
the society which they represent. 

The team matches will be played on Mon- 
day, medal play, eighteen holes. Players 
with substantially the same handicaps (club 
or state) will play together and the trophy 
will be won by the team having the lowest 
gross score (i.e. total of the four gross 
scores of its players). 

The trophy will be held for a year by the 
winning society team. Players must play 
through the eighteen holes. Scores must be 
kept by opponents in each instance. 

TENNIS 

1. The local tennis committee wherever 
the annual meeting of the American Insti- 
tute of Accountants is held, shall make ar- 
rangements for judges and umpires; for 
courts, equipment, and tennis balls; and for 
conducting the tournament competition and 
reporting the results thereof to the Institute. 

The local committee shall also attend to 
the presentation of the trophy and shall each 
year have engraved on the trophy the year, 
the names of the members of the winning 
team, and the name of the state society or 
chapter to which they belong. The trophy 
shall be retained by the winning state until 
the next annual competition. 

2. Competition for the trophy will be open 
to any state society or chapter thereof, but 
not to more than one team from each chap- 
ter. Competing teams shall consist of two, 
three or four members or auxiliary members 
(provided they be bona fide accountants) 
of each state society or chapter. 

Each state society or chapter thereof de- 
siring to enter a team, shall choose a team 
from among its members or auxiliaries by 
competition or appointment at some time 
prior to the date of the Institute’s annual 
meeting. 


3. The various teams shall play against 
each other by rounds, the winners of the first 
round being paired and so on, and the win- 
ners of the final round shall be declared the 
winner of the trophy for the year. 

4. The matches shall consist of play by 
the various teams of 

2 singles matches of three sets each 

1 doubles match of three sets 

Either or both singles players may com- 
pete in the doubles match but no one player 
may compete in both singles matches. Each 
team must advise the committee in charge, 
jn advance of the date of the first match, 
which player is No. 1 player and which is 
No. 2 player. 

The winner shall be the team first gaining 
two matches. The singles matches shall be 
played first, and in the event that one team 
wins both of these matches, the doubles may, 
at the discretion of the committee, not be 
played. 

If the number of teams entering the com- 
petition is so great that it may not be pos- 
sible to complete the tournament within the 
time allotted, the committee shall have power 
to modify the foregoing rules so as to insure 
that the tournament be completed. 

Entries for the competition should be 
made 60 days before the date of the annual 
meeting, so that if made necessary because 
of the number of entries, the committee in 
charge of arrangements may require matches 
to be played by districts designated by them, 
leaving only the semi-final and the final 
matches to be played during the annual 
meeting. 

In making its entry each society or chap- 
ter may name a team of not to exceed four 
members and, in addition, alternates not to 
exceed four in number. With the permission 
of the committee at any time prior to the 
beginning of a match an alternate may be 
substituted for a regular member of the 
team. 

If the number of entries is not so great 
as to require district eliminations, the pre- 
liminary rounds may be played on the Sun- 
day and Monday preceding the annual meet- 
ing, and the final matches at any convenient 
time prior to the conclusion of the annual 
meeting. 

In all other respects, the prevailing rules 
of tennis, as published by the United States 
Lawn Tennis Association, will apply. 
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PROGRAM OF ANNUAL MEETING 
Daas, OcToBER 19-22, 1936 


Monday, October 19th 


All day. 
10:00 A.M. 


2:00 P.M. 


6:00 P.M. 
8:00 P.M. 


Registration 


Meeting of council (execu- 
tive session). 


Meeting of Advisory Coun- 
cil of State Society Presi- 
dents. 


Before-dinner party 


Meeting of representatives 
of state accountancy 
boards. (Open session. 
Maurice E. Peloubet, 
chairman of the Ameri- 
ean Institute of Account- 
ants’ board of examiners, 
and E. E. Leffler, presi- 
dent of the Association 
of Certified Public <Ac- 
countant Examiners, will 
preside jointly. There 
will be an address by a 
prominent speaker on a 
subject related to the 
work of state account- 
ancy examiners, possibly 
followed by discussion. ) 


Tuesday, October 20th 


9:30 A.M. 


11:00 A.M. 


General session (Robert H. 
Montgomery, president 
of the Institute, will pre- 
side). 

Invocation. 

Welcome to representatives 
of foreign societies. 

Response, representative of 
Dominion Association of 
Chartered Accountants. 

Response, representative of 
Institute of Certified 
Publie Accountants of 
Mexico. 

President’s address. 

Annual reports. 


Address: By Henry H. 
Heimann, executive man- 
ager, National Associa- 


tion of Credit Men (sub- 
ject to be announced), 


12:30 P.M. Luncheon for men. 


2.00P.M. Address: ‘‘Social security 
laws,’’ by John G. Win- 


ant, chairman, social se- 


curity board. 
7:00 P.M. Dinner dance. 


Wednesday, October 21st 
All day. Texas Centennial expos: 
tion. 
Morning. Golf and tennis tourna 
ments. 


9:30 A.M. Round-table discussions | 


(two sessions). 


11:00 A.M. Rowund-table discussions 
(two sessions). 


Thursday, October 22nd 
9:30 A.M. General session. 
Election of officers. 
Selection of 1937 meeting 
place. 
Other business. 


10:30 A.M. Address: ‘‘Tax manage- 
ment under the revenue 


act of 1936,’’ by Norman 
L. MeLaren, of San 
Francisco. 


11:30 A.M. Address: ‘‘ Advantages and 
disadvantages of consoli- 
dated statements,’’ by 
Victor H. Stempf, of 
New York. 

2.00 P.M. Round-table discussions 
(two sessions). 

3:30P.M. Meeting of council (execu- 
tive session). 

7:330P.M. Annual banquet. 

Address by Pat M. Neff, 
president of Baylor Uni- 

versity. 

Presentation of Elijah 
Watt Sells scholarship 
awards. 

Dancing. 


LIB 


